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SUBJECT: PM USA Legal Department Monthly Report - May 1996 


Herein follows a partial list of matters which our lawyers have been working on in 
May. Please let me know if you would like further details. 

Corporate Affairs 

In addition to the usual review and counseling, we reviewed media releases, speeches 
and publications and prepared contracts for The Accommodation Program in connection 
with its presence in Atlanta during the 1996 Summer Olympics. We also assisted in the 
review, development and implementation of the legislative component of our federal youth 
initiative. 


Information Services 


We continued to devote significant time to protecting the legal interests of PM USA in 
connection with the bankruptcy filing of Nelco Ltd. In particular, the bankruptcy court has 
approved a transaction in which Nelco will sell certain of its "lease pipeline" transactions 
(i.e., transactions in various stages of completion that we have not yet documented with lease 
schedules) to GE Capital Computer Leasing Corp. We expect that PM USA will elect to 
complete with GE virtually all of its pipeline transactions that are part of the court-approved 
sale. 


The Genesis project (i.e., SAP integration in CS&D) is expected to go live on July 1, 1996 
and consequently is generating a significant demand for various consulting and other 
IS-related agreements. 

We provided support in connection with the IS security initiative. This has included 
participating in a meeting regarding the creation of security-oriented policies. We have also 
negotiated a software license with Internet Security Systems, Inc. for security-related 
application software. 

There have also been a number of other IS matters, some of which include a master 
agreement with MSA, a disaster recovery agreement with SunGard, a project with AT&T for 
video conferencing equipment and services, and drafting and negotiating various 
confidentiality and other agreements. 
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Marketing 


We continued to meet regularly with representatives of Rader Railcar, Bravo & 
Associates (Philip Morris' manufacturing expert), representatives of Richmond engineering 
and New York marketing to review and discuss open issues related to the engineering, 
construction and timeline for delivery of the Marlboro Unlimited train. 

We retained Holland & Hart to act as local counsel in the states within which the 
Marlboro Unlimited train will travel. 

We researched and interviewed several law firms to act as special counsel with respect 
to train issues concerning the Marlboro Unlimited train. 

We assisted in the formulation and implementation of communications with the 
Marlboro Unlimited Sweepstakes potential winners. 

We contacted the CPSC as part of our decision to remove from retail (in the three test 
markets) the Players' Navy Cut incentive lighter which was experiencing quality problems. 

We successfully resolved a claim that a Marlboro incentive item infringed a utility 
patent. 


We continued to assist the Litigation group with local issues relating to various 
litigations, including coordinating the document collection. We participated in meetings 
with Marketing and Market Research personnel to discuss witness preparation for various 
cases. 


We completed the negotiation of a publishing agreement with Hachette Filipacchi 
Magazines, Inc. for a magazine. Distribution of the magazine will be limited to smokers 21 
years of age and older. 

We continued to attend the formalized, weekly OPB and discount brand meetings in 
order to provide legal advice during the developmental stages for advertising, promotions 
and retail and continuity programs. 

We drafted and negotiated consulting, creative development, advertising, sponsorship 
and research agreements for members of the Marketing Departments and reviewed all 
research materials received or generated by the Marketing Research and Marketing 
Information and Analysis Departments. 

Project Beta 

We continue to negotiate the major commercialization agreements and to offer 
counsel on a wide range of issues. 
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Operations 


We assisted plant management and coordinated with outside counsel regarding an 
hourly plant employee who was contacted by the government and who requested assistance 
of counsel. 

R&D 


We continued to assist the Litigation group with local issues relating to various 
litigations, including coordinating the document collection. We participated in meetings 
with R&D and Operations personnel to discuss witness preparation for various cases. We 
spent several days at Shook, Hardy & Bacon assisting with the review and clearance of 
INBIFO documents. 

We conducted right-to-use investigations on incentive items for Marlboro and other 
brands and provided technical assistance relating to quality. We advised PM International on 
incentive items for Malaysia, Hong Kong, Argentina and Costa Rica. 

Sales 


We held our semi-annual strategy meeting with senior members of the Trade 
Marketing department to discuss possible changes to both Retail and Wholesale Masters trade 
programs for 1997. 

We held another meeting with representatives of GPA to try to resolve our dispute 
growing out of our private label agreements. 

We attended a meeting of the PM Legal Department Compliance Task Force in New 

York. 


We participated in discussions between Sales, Government Affairs and local trade 
associations to devise a strategy for dealing with a recent pronouncement by the Minnesota 
Tax Department that reinterpreted that state's cigarette minimum pricing law to prohibit 
coupons, buydowns, display payments, and other payments by manufacturers to the trade 
related to sales volume (Retail and Wholesale Masters). As a result of a meeting with the 
department, enforcement of this new interpretation has been suspended. 

We advised brand groups on upcoming price promotions. We counseled the Basic 
brand group on a potential year-end price promotion during which we will test in one Sales 
region taking the discount off-invoice to the wholesaler and marking the packs and cartons 
with the amount of our allowance. 

We gave legal presentations to a group of experienced territory sales managers at the 
Learning Center and to management of Region 3 in Dallas. 
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Miscellaneous 


We attended the May 20 final pre-trial conference in the Superslims litigation. The 
Court agreed with PM USA's arguments that the case should be tried sequentially, by issue, 
rather than in a "plenary" trial as B&W argued. B&W requested, and the Court granted, 
briefing on the issue. However, the Court set the case for trial for November 12, 1996. 

Regarding Cappelli matters, we continued to work with outside counsel in eliciting 
and responding to settlement offers from defendants in the vendor action. We reached 
tentative settlements with two such vendors. Southern Container Corporation and C.D. Baird 
Company, subject to agreement on final terms. Under those tentative settlements, those 
vendors would pay PM USA approximately $8.9 million and cooperate with PM USA in the 
litigation against other defendants. Negotiations with other vendors continue. We also 
assisted in the preparation for and attended argument opposing defendants' forum non 
conveniens motion in the action filed against our employee crime policy insurers in New 
Jersey state court. We assisted outside counsel in reviewing, organizing and creating a 
database for PM documents in preparation for production in the vendor actions and 
insurance actions. 

We completed our assistance regarding the collection and review of documents in 
response to a grand jury subpoena from the United States Attorney for the Southern District 
of New York and coordinated with PM litigators and outside counsel regarding the 
production. 

We participated in various other meetings, including the Special Situations Policy 
Team, the New Media Task Force and the Outside Counsel Task Force. 
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